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“Writing For Professional Publications”
By: Corinne Childs, C.P.A.
Attorney at Law
Tulsa, Oklahoma

Editors or reviewers of manuscripts sub
mitted for publication in professional publica
tions complete their assignments when they
write one of two letters—a letter of acceptance
or a letter of rejection. Neither of these letters
is written without giving careful consideration
to the material submitted, taking into account
that the editor is always anxious to have a
supply of material on hand for use in future
issues.
Certain general standards rather than grad
ing sheets or checklists are the basis of most
reviews. These might be summarized briefly
as:
(1) Interest and usefulness to persons in
the profession and students of the pro
fession
(2)
Technical soundness
(3)
Newness—not rehash
(4)
Quality of writing—clarity
The comments and suggestions of this dis
cussion are intended to apply to all profession
al publications, but we have attempted to
limit the illustrations and examples to ma
terial which has been submitted for The
Woman CPA, professional publication of
AWSCPA and ASWA. Some of our references
come from rejected manuscripts and others,
believe it or not, are taken from published
ones.
We do want and need your manuscripts
and we certainly are not and do not intend
to be hypercritical and “school-teacherish.”
Whenever possible, we do give the author
the benefit of our doubt concerning the fruits
of his labor.
Here is one general observation which we
wish to share: Good talks do not necessarily
make good manuscripts. No author should be
discouraged if an excellent talk is returned to
him as unsuitable for publication.
A second general observation can best be
illustrated by an often-used criticism of a col
lege English professor: “Some manuscripts are
nothing more than a constipation of ideas
and a diarrhea of words.”
After those two general observations, it is
appropriate to be specific for a few minutes
as we consider “Writing for Professional Pub
lications” under these general headings:
(1)
Choosing the topic
(2)
Gathering material on the subject
(3)
Outlining and organizing the material
(4)
Writing
(5)
Polishing up.

Choosing the Topic
The topic of the article may not necessarily
be within the author’s control. For example,
there may be a contest with manuscripts to be
on a specified topic only; or the author, hav
ing already established a reputation as a writ
er, may be requested to prepare something
on a certain subject; or the author, because
of participation in a particular professional
activity, may have been asked to write re
ports to inform other interested members of
an organization. Let us assume, however, that
none of these examples is applicable—instead
the would-be author has:
(1) A burning desire to see his name and
something written by him in print, or
(2) An inclination to attempt to obtain
recognition for the local members of
the profession.
What is the next step?
Familiarity with, or working knowledge of,
a particular subject, or a curiosity to learn
more about that particular subject, will, gen
erally speaking, result in a good manuscript.
Indeed, few of us can, after doing research
on a “new” topic, do little more than rehash
the works of others on the same topic. We
seldom have the ability or enthusiasm or in
clination to develop new concepts or new
theories about a subject with which we are
not thoroughly familiar. Exceptions can, how
ever, be taken to that broad statement if one
begins research on a topic and then develops
a real personal interest in it.
Is the proposed subject a timely one? Is
there any real reason to prepare past history
for a professional publication unless there is
to be some current usefulness or application
of the material? An example of this might be
withholding of Federal income taxes on wages
and salaries, which would not appear to be
a suitable topic. If withholding of income
taxes on dividend, interest, rent, etc., pay
ments should become a reality, it is conceiv
able that there would be interest in an informa
tive and useful manuscript relating experience
and “know-how” of present tax withholding to
new tax withholding.
Is the subject a specific rather than general
one? Are we trying to condense a whole
book, a semester’s study, or a broad field of
accounting, into a 1600-word manuscript? Ex
amples: Personal income tax returns, cost ac
counting, bank accounting, machine account
ing, internal auditing.

How much published material on the sub
ject is presently available? If the manuscript
is to be for a particular publication, has some
thing on the subject been published recently?
Some of the material submitted to editors
is not of professional quality. This is not to
say that authors must write only about highsounding, complicated topics; but editors real
ly cannot use material on such things as nu
merical sorting of accounting documents to
reduce filing time and errors, uses of repro
ducing or photocopy machines, use of shoe
strings to keep used checkbook stubs together,
correcting typing errors, etc.

Gathering Material on the Subject—Research
Again, how much do you already know about
your subject and where did you obtain that
knowledge.
The Accountant’s Index published by AICPA
provides a key to all works on accounting pub
lished in the English language. Material pub
lished up to year 1920 was indexed in the
original volume and accounting literature pub
lished since then has been indexed in supple
ments which are now issued biennially. This
is available in most public and school libraries.
Check for your proposed topic in the Index
and scan, at least, the articles listed, making
notations of specific things to which you may
wish to refer again. A good way to do this is
to set up a sheet or a card for the particular
article, showing the name of author and article,
date published, source of publication, and
specific page, chapter or paragraph of possible
future interest. In other words, make notes
so that you can find the particular material
again. The Accountant’s Index will result in
your going to many publications of various
accounting organizations, namely:
American Accounting Association
National Accountants Association
Controllers Institute
Institute of Internal Auditors
Government—releases of various regulatory
agencies:
Accounting Review
The NAA Bulletin
The Controller
Controllership Research
The Internal Auditor
SEC, Federal Communications Commission
Interstate Commerce Commission
Federal Power Commission
Internal Revenue Service
The Woman CPA
AWSCPA-ASWA
In addition, there are some general refer
ence books which may be helpful in preparing
articles on accounting subjects, namely:
A good unabridged dictionary

Accountants Handbook
Cost Accountants Handbook
CPA Handbook
Financial Handbook
Encyclopedia
World Almanac (1961 Edition has 10 pages
on taxation and 6 pages on Social Se
curity)
Research services are offered by certain
organizations, such as AICPA, for their mem
bers. Members may obtain information by
writing for suggestions and for previously
published articles on specific subjects and by
borrowing books, periodicals, pamphlets, etc.
from the members’ library.
Outlining and Organizing Material
Having reviewed and compiled references
of the available published material on the
subject and having integrated that with
writer’s own knowledge, it is time to select the
theme to be emphasized and to outline the
manner in which it will be presented. There
seems to be a general feeling against preparing
an outline. Actually an outline is helpful to
the writer and can be used in arranging refer
ence notes and research material so that time
will be saved when the writing has started.

Writing the Manuscript
The opening sentence or paragraph need
not be written before the second sentence or
paragraph is written. It is much easier to
begin writing the individual words, sentences,
and paragraphs which will become your article
and then to go back and write the opening
sentence or paragraph.
In writing, try to observe the basic prin
ciples of good journalism. Stick to “Who,”
“Why,” “When,” “Where,” and “What.” Add
to these five “Wh’s” the “How.”
If you are using an idea or thought ob
tained during your research, make a notation
on your manuscript to that effect—you may
need to use the notation in connection with
an explanatory footnote or a bibliography.
Certainly if you are quoting, make sure that
permission has previously been granted or is
obtained. Give the author credit. Generally
footnotes can be used most effectively simply
by placing a number beside the quotation or
reference and explaining at the end of the
article or on a separate page, by using the
same number for identification. Show the
author’s name, the title of his article, the book
or periodical and page number referred to,
and parenthetically the date published. To
check yourself, refer to some good periodical
such as The Journal of Accountancy or The
Woman CPA and see how it handles footnotes.
If you wish to emphasize a point or can

make a better explanation by giving an illus
tration, or example, or by using a table or
chart, do so. Remember that most readers are
lazy and like to be “spoon-fed.” This admoni
tion will be useful whether the readers are
editors, editorial board reviewers, or sub
scribers of the publication.

Polishing Up
After your first draft of your writing efforts
is completed, begin “polishing up.” First of all,
try to write that opening sentence or para
graph.
Be critical of your own choice of words,
making certain that you have used the precise
words needed to convey your ideas. But don’t
use more words than are absolutely necessary.
The tone should be dignified, and “dignity is
is not achieved through long words or stereo
typed phrases, but through honest thinking,
sincerely expressed and supported by docu
mented fact. *****Short words, short para
graphs, good transition, strong, direct and
correct sentences, and strong beginnings for
sentences and paragraphs are a few of the
tools with which good comments are built.”
(Jennie M. Palen Report Writing for Account
ants— Prentice-Hall (1955) )
Transitional words and phrases tie para
graphs together and aid in easing the reader
into a new idea.
Sentence structure should be varied—varied
in length and varied in construction. Short
sentences should predominate in most manu
scripts. Each sentence should be a unit and not
a stringing together of unrelated ideas.
Some examples of common grammatical
errors in manuscripts are:
(1) dangling construction
(a) participles—“Petty cash disburse
ments are made without prior ap
proval, resulting in poor control of
incidental expenses.”
(b) gerunds—“On inquiring at the re
ceiving desk, the machine seems
not to have been delivered.”
(c) infinitives—“To form an opinion as
to the collectibility of the accounts,
they were reviewed with the credit
manager.”
(2) poor placing of modifiers—“Allowance
has been made for depreciation of
1½% per quarter of book value.”
(3) Unnatural phrasing (ending a sentence
with a preposition is sometimes better
than using an awkward phrase to avoid
doing so)—“Methods we used” is more
natural than “methods used by us.”
(4) Nonagreement of subject with pred
icate (singular subjects take singular

verbs and plural subjects take plural
verbs)—“Almost every employer pro
vides some form of retirement program
today for their key (or all) employees
or are considering adopting one.”
(5) Incorrect verb tense—“The cashier stat
ed that the bank account had not been
reconciled at August 31, 1961” or “The
cashier stated that the bank account
had not been reconciled since August
31, 1961.”
(6) Omission of words necessary to com
plete grammatical construction—“All ac
counts regarded as uncollectible were
written off.”
(7) Poor punctuation.
One editor of a professional publication has
recommended that, upon completion of a draft,
“one should look at each sentence and ascer
tain if it is complete and concise, whether un
necessary modifiers have been eliminated;
whether thoughts have been positively stated.”
That editor prefers strong words at the begin
ning of the sentence and contrasts a sentence
beginning “Budget planning requires” with “In
planning for budgets.”
The following is quoted from a rejected
manuscript:
“Internal cost controls are techniques em
ployed to exercise a directing or governing in
fluence over data which indicate movements
and trends in all segments of commercial and
industrial activity.
“They reveal present and past performances
and supply suggestions for sound improve
ments in operations in the future. Internal
Controls are the eyes, ears and lifeblood of
management.”
Using the same words, let’s see if we can
make some improvements by shortening the
sentences and doing some re-arranging:
“Internal cost controls are the eyes, ears and
lifeblood of management. They are techniques
employed to exercise a governing influence
over data. They indicate movements and trends
in all segments of commercial and industrial
activity. They reveal present and past per
formances and, at the same time, provide sug
gestions for sound improvements in future
operations.”
Contrast the effectiveness of these two open
ing sentences of a paragraph:
“The importance of comparisons cannot be
stressed enough to assure efficient controls”
with “Comparisons assure efficient controls.”
Finally after you think you have finished
“polishing up” your manuscript, try reading it
aloud, listening to yourself.

Tax Problems of the Professional Person
By Dorris C. Michalske, C.P.A.
Cleveland Chapter ASWA
The tax problems of the professional person
have one aspect in common with those of all
other taxpayers, and that is, the reduction of
taxes to the lowest amount possible by legal
means. In view of the almost confiscatory tax
system in this country, this is a problem that
deeply concerns professional men and women
who want to keep a reasonable portion of the
results of their labors for their own enjoyment,
to provide funds for retirement, and to ac
cumulate an estate.
For this discussion on Federal Income taxes,
we will be concerned with the professional in
the broad definition of the word, to include
not only educators, doctors, lawyers and ac
countants, but also others who offer profes
sional services to the public, such as engineers
and architects.
An accountant or lawyer just starting out in
business might begin his practice by establish
ing an office in his residence. The government
allows deductions from income from profes
sional services for all expenses that are ordinary
and necessary, are directly connected with or
related to the taxpayer’s trade, business or pro
fession, and are reasonable in amount. These
include the usual expenses of the practitioner,
such as stationery, supplies, depreciation on
office equipment, salaries of office help and
payroll taxes. Telephone expense, for business,
is properly deductible but there might be a
problem in proving to the tax agent the busi
ness portion of the telephone bill if personal
and business calls are made on one line. There
fore, it is advisable to have a separate tele
phone listing for business calls only.
Since the taxpayer is using a part of his resi
dence as a place of business, he has the prob
lem of how to determine what proportionate
part of the expenses of operating the residence
can be deducted as business expenses. Gen
erally, accepted methods of allocation are based
on the ratio of the space used for business to
that used for residence.
For instance, an accountant uses one room
in his home as an office. It is estimated that the
room comprises about one-fifth of the total
floor space. He would be entitled to deduct
one-fifth of his expenses of light, heat, real
estate taxes, insurance, grounds upkeep, water,
general repairs, such as repairs to the roof, and
depreciation calculated on one-fifth of the basis
of the house. He cannot deduct the rental value
of the portion used for business unless he actu
ally pays rent. These expenses will be reported

on Schedules C and C-1 of Form 1040, and
detailed explanation of the allocation basis
should be given.
The taxpayer need not use the same method
or ratio for all types of dual business-residence
expenses. Insurance and personal property
taxes, for instance, might be allocated on the
basis of the value of office equipment to the
value of the furnishings of the home, where
both are taxable. Other expenses might be
allocated on the basis of time, or degree of
use. Maid service could be allocated on the
time spent on cleaning the office to the total
hours worked. Whatever the method, to satisfy
the Commissioner, the result should clearly
reflect income and the taxpayer should be able
to prove that the expenses are attributable to
the profession, and that the allocation is rea
sonable. In a number of cases, business deduc
tions have been denied for failure to prove that
the residence is used as a place of business.
Mr. and Mrs. Rogers kept the records of their
business in their five-room residence, and did
their work on the dining room table. Because
they could not prove what portion was al
locable to business, they could not deduct any
part of their real estate taxes as business ex
pense. (J. W. Rogers vs US 290 F. 2d 501)
Some of these expenses must be allocated
to determine what part is applicable to busi
ness and which portion is deductible as an
itemized deduction in lieu of the standard de
duction. Mortgage interest and real estate taxes
are of this type. The business portion of the
taxes and interest are listed on Schedule C and
deducted from business receipts. If the option
al standard deduction is not used, the remain
ing portion of taxes and interest will be in
cluded with other itemized deductions such
as a contributions and medical.
It is not unusual for a professional person
to use his automobile both for business and
pleasure. If this is the case, another allocation
is necessary of those expenses which are de
ductible whether the automobile is used for
business or pleasure, such as gasoline taxes and
auto licenses. Here too, the personal portion
may be taken as an itemized deduction. Ex
penses which are deductible for business use
only would include auto club membership,
garage rent, gasoline, oil, repairs, insurance,
parking, and depreciation on the business por
tion of the car. An acceptable method of allo
cating expenses is on the percentage of mile
age for business to total mileage. As with other
individuals, the cost of transportation between

home and business is not deductible, and this
mileage should not be included as business
mileage.
The computations for gain or loss on trade-in
or sale of the car are complicated, but not
difficult to understand if one can visualize the
car in two distinct parts—one used entirely for
business and one for pleasure. The applicable
regulation for computing depreciation or gain
or loss is then applied to each unit as if it
were not one, but two different items. This
method is based on Revenue Ruling 286,
1953-2 CR 20. The Cumulative bulletin reads
in part “only that part of a loss resulting from
the sale of property used for both personal and
income-producing purposes that can be allo
cated to the income-producing portion of the
property constitutes a loss within the meaning
of Sec. 23(e) (now 165) of the Internal Rev
enue Code. In determining gain or loss on the
sale there must be an actual allocation of the
amounts which represent cost, selling price,
depreciation allowed or allowable, and selling
expenses in the same manner as if there were
two separate transactions.”
The Sharp partners (Sharp et al vs. US, US
District Court, Del., 12/1/61) had purchased
an airplane which was used about 25% for
business. The cost, in round amounts, in 1946
was $55,000. Depreciation was allowed on the
partnership returns in the amount of $13,000
from 1946 to 1954, leaving a net of $42,000
unrecovered. In 1954 the plane was sold for
$35,000 or $7,000 less than the unrecovered
cost, and while the Sharps did not seek to de
duct any loss, they did contend that there was
no gain, because there was only one plane and
one sale. Logic means little when taxes are
involved, however, and the court decision up
held the Treasury position that although a
plane or any other item is normally accepted
as an entity, it is divisible for tax purposes.
The result was a personal loss on the sale of
the plane of $14,000 which was not deductible,
and a taxable capital gain to the partners of
$7,000 for the 25% of the plane used in busi
ness.
Professional persons must also remember
that the new depreciation rules, effective July
1, 1962 are also applicable to them.
In addition to the ordinary expenses of oper
ating a business, a professional person has
expenses of a type that other businessmen do
not have, and these are the costs of keeping
current with his profession—or continuing edu
cation. Expenses that are not deductible are
those that are incurred in securing the right
to practice a profession, such as fees for taking
the CPA or bar examination, and educational
expenses that are primarily to obtain a new
position or for substantial advancement in an
old position. But, if educational expenses are

incurred primarily to maintain or improve skills
required in a particular type of practice, then
all such expenses are deductible.
For instance, a general practitioner took a
course of study in pediatrics in order to be
come a specialist in this field. His expenses are
not deductible because the study qualified him
for a specialty within his trade or business. On
the other hand, a general practitioner who
took a short course to review developments in
several specialized fields, including pediatrics,
for the purpose of carrying on his general
practice, can deduct these expenses for educa
tion, including transportation, meals and lodg
ing while away from home because they were
undertaken primarily to improve skills required
by him to keep up in his profession.
An attorney who was a tax consultant took
a one-week course in federal taxation given by
an annual tax institute. The Court of Appeals
held that the expenses incurred were necessary
in order to perform his work with due regard
to the current status of the law . .
Mrs. Truxall, a high school English teacher,
was allowed to deduct as educational expense,
the cost of additional college credits necessary
in order for her to qualify for periodic salary
increases. While the cost of courses needed to
qualify for a higher job cannot be deducted,
courses required to keep a present teaching
job would be, and in this case the periodic in
creases were considered part of the job she
already had. The course consisted of a twoweek tour of Mexico conducted by a Professor
of Education of Indiana University and she
was required to keep a diary of the trip. (R.
D. Truxhall, TC Memo 1962-137).
The professional should deduct the cost of
information services, such as Federal or State
tax reporters, law reporters and other services.
Books which are a part of the professional li
brary and have a more permanent value, should
be capitalized and depreciated. Generally, at
least part of the cost of the magazines in the
physician’s or dentist’s waiting room can be
claimed as a professional expense, as they are
kept there for the benefit of patients.
Membership dues in medical, technical or
professional societies are generally deductible.
Expenses incurred attending professional con
ventions are also deductible but only if directly
related to the business. A lawyer whose prac
tice was strictly on a local basis attended a
meeting of the International Law Association
in Jugoslavia. He was not allowed to deduct
the expenses because he failed to connect his
domestic and local professional activities with
the agenda of the conference. (Alexander P.
Reed, 35 TC No. 25).
Meetings of professional societies, because

ASWA Reflections
Erma A. Sembach, President 1962-63

Another year has been completed in the
history of the American Society of Women
Accountants—a year that brings us to the
close of a quarter of a century of growth and
achievements. Although we have not reached
all of our goals, it has been another year of
progress.
Enthusiastic initiative and leadership was
reflected in the splendid manner in which the
committee chairmen fulfilled their obligations
in furthering our aims and purposes. It would

be impossible to individually acknowledge the
service and support given the Society and me
by my fellow Officers and Directors. Their
sincerity and loyalty was appreciated.

Our growth has only been possible through
the understanding cooperation of the member
ship in fulfilling the plans and objectives of the
officers, directors and committee chairmen.

You have made future growth of ASWA
assured by providing the necessary means that
will permit a closer working relationship be
tween the national officers and the individual
chapters.

Our National Supervisor, Miss Beatrice
Langley, has had a busy year in reproducing
the various revised manuals which are so vital
to the proper function of Chapter activities.
You will find a touch of color has been added
which we hope you will find attractive and
pleasing. Words are inadequate to express my
appreciation for the understanding assistance
Miss Langley has given me during the year.

We are assisting AWSCPA with the com
pilation of information to be used in the joint
publication of a new type Career Information
Booklet. This new booklet should prove excep

tionally beneficial in our public relation ac
tivities. ASWA will also unite efforts with
AWSCPA to develop a Speakers’ Bureau under
the direction of the Public Relations Com
mittee. Together we can achieve strength in
our efforts to advance the professional interest
of women accountants. It has been a pleasure
and a privilege to work in harmony with the
officers and directors of AWSCPA. My sincere
thanks for their assistance and support.
Your Officers and Directors have met with
Chapters at every possible opportunity and it
was unfortunate that we could not visit with
each and every Chapter this year but time
and distance often made this impossible.

Thank you for the opportunity and privilege
given me to serve as President of the Amer
ican Society of Women Accountants.

President'sMes age

Pearl M. Isham

Los Angeles, Calif.

Miss Isham has served on the National
Board of ASWA for three years and during
that period has headed the chapter develop
ment committee as well as the advisory com
mittee. Previously she served as a director
and chairman of the award committee of the
American Womans Society of Certified Public
Accountants.
In 1955 she received the Most Valuable
Member Award of the Los Angeles Chapter,
which she had served as president as well as
in many other capacities.
She holds a BCS degree from Southwest
University of Los Angeles and has maintained
a practice as a certified public accountant in
the Los Angeles area for fourteen years. She
is a member of the California Society of
CPA’s, of the American Institute of CPA’s
and of the American Accounting Association.

As we take time this year to observe the
25th anniversary of our founding as an organ
ization, let us make this pause a two-fold one.
First, we should honor our founders and the
ones who have so ably led the organization
during the past twenty-five years. For any or
ganization to have grown from a membership
of three in 1938 to the present membership of
over 3,500 strong in 1963 speaks well for the
faithful dedicated leadership of those who have
led the organization through this period. It also
shows the hearty cooperation of the ones who
followed that leadership. Our hats are off to all
those able leaders and faithful followers for a
job not just well done, but exceptionally well
done. We thank you one and all. Also our
thanks should go to all the members and of
ficers of AWSCPA who have given so gener
ously of their time and talents to encourage our
own organization.
Next, we should pause to evaluate our pro
gram for the future and determine if we are
still dedicated to the purpose for which we
were formed: “To advance the interest of
women in all fields of accounting.” Are all of
our activities as individual ASWA members,
as chapters, or as national officers, planned
with this ultimate end in view? If not, they
should be, and it’s time we changed our course
to that direction.

May I present the board who will be serving
you during the 1963-1964 year: Phyllis Peters,
President-elect for the year 1964-65; Vice
presidents, Margaret Bailey, Anna Jackey and
Bernadine Meyer; Secretary, Eileen Griggs;
Treasurer, Helen Matthews; Directors—2 years,
Naomi Nelson; Elaine Roth, Katherine Younk;
Directors completing the 2nd year of two year
term, Mary Baughan, Mary Louise Miller,
Darthe Nay and Gracia Robinson, and Di
rector ex-officio, Erma Sembach.
We, as your national board, wish to thank
you for the great honor you have conferred
upon us in electing us as your leaders for the
coming year. In accepting this honor we real
ize that the greater the honor the greater the
responsibility it entails. We assume this re
sponsibility as your national board of directors
for the coming year with a determination to
serve you to the best of our ability.
Our faithfulness as leaders will come to
nothing, however, unless we have your co
operation in following. So let us all work to
gether as a team to make this, our 25th year,
the best year of ASWA and start our second
twenty-five years determined to encourage
more women in all fields of accounting through
the medium of our work with ASWA.
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they are usually helpful to members of the
profession, are also an ordinary and necessary
business experience. A careful record should be
kept of these expenses, and they, like enter
tainment expenses, should be paid by check
where possible, to facilitate proof of their de
ductibility.
Entertainment can be a deductible expense
for the professional person, including doctors,
as well as the businessman, if they are related
to the taxpayer’s practice and are of a char
acter which will produce a business benefit.
Here too, it is essential that good records be
kept.
Few persons, starting out in a practice, have
sufficient knowledge of business and record
keeping procedures. It is the wise one who will
seek the advice of an accountant to set up a
bookkeeping system not only to comply with
the requirements of the tax laws, but to pro
vide information for financial planning. Insuf
ficient records may result in a negligence pen
alty of 5%, or may convince the tax examiner
that the taxpayer was keeping incomplete rec
ords with fraudulent intent. (Sec. 6653 (a) (d))
and a 50% penalty may result.
If proper records are not available, the agent
will attempt to reconstruct income on any arbi
trary method that in his opinion, will clearly
reflect income. If any item is in doubt, it will
be decided in favor of the government, and
against the taxpayer’s interests. In this situa
tion, the burden of proof is on the taxpayer
to show that the agent’s computations or
method is in error. And if he does not have
adequate records, an attempt to prove this
error almost certainly will be futile.
Several methods of accounting are permis
sible under the Code, and the taxpayer is al
lowed to adopt the form and system which
are best suited to his needs, as long as it clear
ly reflects income. Most professionals with a
small business find the cash basis most con
venient, and there are several readymade sys
tems available in business supply houses that
are simple to follow. If the taxpayer wishes to
change his accounting method, he must first
obtain permission from the Commissioner.
An author who works on a book over a long
period of time, or an attorney who works on
a law case for several years may both find
themselves at a disadvantage taxwise if they
receive payment for their services in one lump
sum, since for a taxpayer on a cash basis, in
come is taxable in the year received. Fortu
nately, our tax laws recognize the hardship in
this situation by providing special tax treat
ment to prevent bunching of income at a
higher tax rate than would have resulted if
the income had been received ratably over

the years. The Regulations treat various types
of long-term compensation differently as to
application and eligibility. For an artistic work,
which includes literary work, the work must
have covered a period of 24 months or more
(Reg. 1.1302-1) and the amount received dur
ing the taxable year must equal at least 80%
of the total compensation before the taxpayer
can reduce his tax to the total amount that
would have resulted if the compensation had
been reported ratably over the period of work
preceding the close of the tax year. This peri
od, in the case of an artistic work may not
exceed 36 months. (1302(b) (2)). Provision is
made for other types of payments, such as
damages for breach of contract, back pay, and
income from inventions. Compensation from
employment would include payment for serv
ices performed by a lawyer on a trust, estate
or law case, and by an accountant on a tax
case. The services must relate to a particular
project, must cover a period of at least 36
months, and at least 80% of the total compen
sation must be received or accrued in the tax
year. Amended returns are not filed for the
years involved, the computation is made in a
schedule attached to the return for the year
the lump-sum compensation is received. The
saving would be substantial if the taxpayer
had been in lower tax brackets in prior years,
but if he had been in a higher tax bracket,
there might be no benefit from this provision.
An arrangement to perform general services
does not qualify. An accountant prepared a tax
return for a client. Later, the return was ex
amined, and the accountant’s services were
used for the resulting tax case. The accountant
claimed that his compensation for the tax case
was for services that began when the return
was first prepared. It was held, however, that
the work was not on one particular project,
and the income could not qualify as long-term
compensation. The relief from lump-sum in
come is also available to members of partner
ships if they qualify by meeting various tests
in accordance with Sec. 1301 (c).
Purchase or sale of a professional practice
brings up problems peculiar to its nature. A
covenant not to compete is sometimes included
in the sale terms. The tax court, where an ac
counting practice was involved, recognized
that it has some value separate from goodwill.
Usually, the covenant covers a specified period
of time and a designated distance from the
location of the business sold. If the restraint is
for a definite period of time, the purchaser
may deduct the cost ratably over this period.
However, if the agreement covers an indefinite
period of time, or is not stated separately and
specifically as a part of the purchase price,
the purchaser may not be able to recover the
cost until he disposes of the business.

Similarly, in the sale of a business, the
amount allocable to the sale of goodwill should
be set out separately, since the seller is entitled
to capital gain on this portion. Partnership
agreements should be reviewed to see that they
will produce the tax results that the partners
want. If they want capital gain on disposal of
their interest, in which case it is not ordinary
income and deductible by the remaining part
ners, the partnership agreement must specify
that the payments made for goodwill are ex
actly that, otherwise, they will be considered
all ordinary income, even if the partners in
tended payments to cover goodwill. (V. Z.
Smith, 37 TC No. 102)
The professional person will almost cer
tainly encounter difficulties where goodwill
is involved, because the Treasury has been
leaning toward the view, especially with re
spect to the sale of a law practice, that the
success of a professional business depends
upon the personal ability, skill and integrity
of the professional, and that these personal
attributes cannot possibly be transferred to
the new owner, thus, no salable goodwill ex
ists. And since capital investment in a pro
fessional business is usually negligible, this
results in most of the price being taxed as or
dinary income to the seller. In some recent
cases, the courts have disagreed with the
Treasury by recognizing capital gain on the
sale of a professional practice. In one, a CPA
who wanted to expand his practice sold a 45%
interest in his sole proprietorship to two young
CPAs for 45% of the year’s gross receipts plus
part of the book value of the assets. He would
continue as a partner for 10 more years, at
which time his remaining interest would be
sold under a similar basis. The Treasury con
tended that he was selling an assignment of a
share of future earnings, and that the 45%
interest was ordinary income. The Tax Court,
however, found that the practice did include
goodwill, which was the opportunity given
the new partners to benefit from an estab
lished practice, and that the goodwill was
separate and apart from the accountant’s skill
and ability. (Malcolm J. Watson, 35 TC No.
26).
The court again disagreed with the Treasury,
and upheld capital gain in the sale of a dental
practice in a state where the law recognized
that professionals could have goodwill. In this
case, a specialist in orthodontia, Dr. Rees,
agreed to take two other dentists into equal
partnership in exchange for their paying him
$35,000 for his goodwill, payable over 10
years. (Denton J. Rees v. US, 187 F. Supp
924, affd 295 F. (2d) 817)
Undaunted, the Treasury is now trying a
different angle. In Treasury Release TIR-388,
(6/9/62), it has announced that the Rees

case will no longer be followed, on the basis
that “a taxpayer may not escape tax on his
earnings as ordinary income by an agreement
which is in effect an anticipatory assignment
of future income.” The professional, whether
he takes in partners or sells out completely,
will be facing the problem of goodwill for
some time to come.
Professional corporations or associations, the
second method of attack by self-employed
persons against tax discrimination, are for the
purpose of obtaining benefits available to cor
porate employees. These include deferred
benefit profit sharing plans, pension plans,
group health, accident and life insurance,
where the premium is deductible by the cor
poration but not taxable to the employee, cer
tain death benefit payments to the family of
the deceased employee that are not taxable
income, wage continuation plans that may be
tax-free up to $100 per week during the period
of illness.
For professions, such as engineers and archi
tects, incorporation is no problem. However,
by tradition, professional men such as doctors,
lawyers, and accountants have been forbidden
to incorporate by state law, including states
where the Uniform Partnership Act has been
adopted.
Doctors were among the first to try the pro
fessional corporation by organizing groups that
were treated as corporations for Federal tax
purposes, but were not considered corporations
under state law. In 1954, Dr. Kintner, of Mon
tana, won his case (US v Kintner 215 F2(d)
418) in the Circuit Court of Appeals, where the
association which operated a medical clinic
was found to have more of the attributes of a
corporation than a partnership. Therefore, the
contributions to the pension plan were held
deductible.
The Treasury grabbed the ball on the next
play by devising the “Kintner Regulations”
(Reg. 301.7701-7702.2) in which a series of
tests were set forth to determine whether an
organization should be classed as a corporation
or a partnership. Included is a provision that
local law would determine the status of the
association for Federal income tax purposes.
The doctors intercepted the play, however,
and are now forging ahead to the goal line.
Their strategy is to work for a change in state
laws to permit groups of doctors to incorporate
and practice medicine as a corporation. This
is the impetus behind the professional associa
tion bills that have passed or are now pending
in several states. What the Treasury will do
next, we will have to wait and see.
Whether incorporation would really be a
tax-saving, how to set up for tax benefits, and
pitfalls to avoid are all problems that must be
analyzed for each individual situation.

To be considered are the reasons behind the
state laws prohibiting the corporate form of
practice among professionals. One was to pre
vent the evasion of personal responsibility,
since the liability of stockholders is limited by
law. Accountants, for instance, might take
risks they would not assume if they were per
sonally liable. It is possible, also, that the con
trolling stockholder might be a layman. Most
of the new incorporation laws do contain vari
ous provisions intended to maintain ethical
restraints, but the differences in the various
state laws would make almost impossible the
practice of a profession in more than one state.
The restraints provided in some state laws,
such as on transferability of ownership, might
prohibit the entity from being a corporation if
too many of the key characteristics of a corpo
ration are eliminated.
As for lawyers, the American Bar Associa
tion’s Committee on Professional Ethics has
ruled that a lawyer who practices law as a pro
fessional corporation or association will not
violate any of the profession’s Canons of
Ethics provided appropriate safeguards are ob
served. (Opinion 303). However, the Commit
tee did express grave doubts as to the wisdom
of practicing in corporate form.
Treasury Circular 230 prohibits the practice
before IRS by lawyers, CPA’s and other agents
who practice through the corporate form. Pro
posed amendments have been made which
would eliminate this provision.
For certified public accountants, the corpo
rate form of practice is prohibited by Rule
4.06 of the Code of Professional Ethics, and
as of now, no change has been proposed. But
ethical standards and traditions can fall by the
wayside, just as have some accounting prin
ciples, when an issue of tax saving is involved.
This is pointed up by the fact that the Execu
tive Committee of AICPA has already cau
tiously admitted that “the traditional partner
ship form of practice may cease in time to be
appropriate. . . . Before a new course is se
lected, however, it ought to be clear beyond
reasonable doubt that the change will advance
the best interests of the profession and the
public—both their immediate and their longrange interests. In terms of the incorporation
issue, that kind of certainty is not yet possible.”
From the many tax problems described only
briefly here, it is evident that wise and careful
tax planning is an essential part of the career
of any professional man or woman.
From a paper presented at the joint annual meet
ing of AWSCPA-ASWA, New York City, Septem
ber 1962.
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Final Form
True, the ultimate reader of your printed
manuscript is not concerned in the least with
its appearance in the rough, but reviewers may
not be so charitable. Double-spacing with wide
margins may seem to increase length and to
waste paper. Actually, it affords a convenience
to the reviewer for making marginal notations,
interlining, and asking questions. And, above
all, number your pages and identify yourself as
the author. You may also protect yourself by
placing the completion date at the end of the
manuscript, for it is conceivable that a change
in law or recommended procedure may occur
between the dates of preparation and publica
tion, making your work incorrect in some
respect. You cannot be criticized if the manu
script was written before this change became
known.

The Good or Bad News
Editors of professional publications often
plead or beg for manuscripts and then they
must reject the fruits of their efforts. It is
much more difficult to write or rejection than
one of acceptance. In many instances, the re
jected manuscript can be accepted if the au
thor will make a careful revision.
In short, keep trying. Think of some subject
in which you are interested, do some research
on it; develop a general theme and organize
your thinking around it; put your thoughts in
words, sentences and paragraphs; review them
critically; and then submit your manuscript to
a prospective publisher. You may be surprised.
From a paper presented at the joint annual meet
ing of AWSCPA and ASWA held in Milwaukee,
Wisconsin, October 1961.

DEBT STARTS YOUNG
All Americans are created equal—in debt.
Each child born this year in the U. S. will
begin life owing an equal $1,630 share of fed
eral debt.
But this equality won’t last long.
Each of next year’s children will start life
with the dubious blessing of a $30 increase in
what he owes of the debt.
—Nation’s Business
There are no doubt some who regard in
tangible assets as unreal and favor writing
them off on this account—but if once the view
is accepted that value depends on expectations
for the future, the proposal is either invalid or
applicable almost equally to tangible assets.
Indeed, experience shows that intangible are
often more enduring than tangible values.
—George O. May

Tips for Busy Readers
S. Madonna Kabbes, C.P.A.

The Case Against Capitalizing Leases, by
Donald C. Cook. Harvard Business Review,
Jan.-Feb., 1963. Vol. 41-#1, p. 145.

The author has expressed some well-docu
mented reasons in support of his position
against capitalizing leases. The mathematical
exactness which has always attached to ac
counting statements has had to be enlarged
upon through explanatory notes and supple
mentary schedules as transactions have become
more complex; however, accountants have
always attempted to portray that which is,
and such statements have not attempted to
reveal what may be expected in future periods.
In line with this basic assumption the
author feels the amount paid for rental under
the terms of a lease should be a charge
against the income for the period for which
such rental is paid. To show an asset on the
balance sheet which reflects the series of
future benefits expected to be received under
the terms of the lease, and a liability for the
amount yet to be paid for such future bene
fits, he feels introduces an element of uncer
tainty which is a serious departure from the
cost principle, and that “such subjective ap
praisals will tend to delude rather than to
inform.”
Tracing the legal development of leases as
expressed in the history of English law he
finds in the earlier years leases were viewed
as a “contractual right to use without owner
ship.” Later the lessee was recognized as the
owner of an interest in the land and the
“lease was asserted to be a conveyance rather
than a contract.” Modern United States law
reflects a concept that is “a synthesis of con
veyance and contract notions.”
Does the lease represent an executed or an
executory contract? If it is classified as the
former, then the conveyance notion is strength
ened; however the bilateral nature of such
contracts is emphasized by some of the implied
provisions. For example, the right of the
lessee to “quiet enjoyment” indicates the
lessor must continue to supply throughout the
entire period the rights the lessee is granted
under the lease. Such a provision cannot be
satisfied by merely turning over the keys and
giving possession of the property.
Court cases are cited where other principles
have been recognized which strengthen the
argument that leases are executory contracts.
Perhaps the strongest of these is the bank
ruptcy law which refers to unexpired leases as
executory contracts and limits the damages

the lessor may collect for the unexpired term
of such contracts.
Accounting practice in both England and
the United States has emphasized the treat
ment of lease transactions as executory con
tracts. Rentals have been recorded as charges
against income for the period to which they
apply, and only prepayments of lump-sum
amounts have been treated as capitalized costs
to be amortized over the entire term of the
lease.
Reference is made to past expressions by
the accounting profession concerning this prob
lem. In 1939 AICPA Research Bulletin #38
included the recommendation that “where a
lease is in effect an installment purchase of
property—appropriate accounting should be
recorded in the balance sheet.” A similar
statement was included in Bulletin #43 re
leased in 1953. Accounting Research Study #4,
recently released and not yet passed upon by
the Accounting Principles Board, recommends
balance sheet presentation to the extent that
leases give rise to property rights. It con
cludes such property rights arise where the
lease covers the entire useful life of the
property, allows the lessee to purchase the
property at a nominal figure when the lease
has expired, is noncancellable, and obligates
the lessee to pay such costs as taxes, insurance
and maintenance. In contrast situations are
outlined under which the above conditions
do not exist, and as a result the amount paid
as rental by the lessee cannot be considered
as a payment for property rights. In the latter
case where the agreement is primarily for
services to be rendered, no asset has been
acquired, and none should be reflected on the
balance sheet.
The author objects to this division into two
groupings of the obligations assumed by the
lessor, and maintains “all contractual rights
are in a sense property rights.” He further
asserts “the right to use the elevator is a
property right the same as the right to use a
floor of the premises.”
In his conclusion he reaffirms his position
that the purpose of financial statements is to
set forth the financial condition as of a par
ticular date, or the results of operations for
the period then ended; that such statements
cannot be expected to set forth every relevant
fact about the future of the organization. He
agrees that where the effects of leases are
material in amount, the terms of such contracts
should be disclosed through explanatory notes
and supplementary schedules. He feels this

Annual Meeting
American Society of Women Accountants
In accordance with ARTICLE X, Section 1, of the National By-Laws of the Ameri
can Society of Women Accountants, notice is hereby provided that the 23rd Annual
Meeting of the Society will be held in conjunction with that of the American Woman’s
Society of Certified Public Accountants at the Radisson Hotel, Minneapolis, Minnesota,
October 3-5, 1963. The Annual Business Meeting of the American Society of Women
Accountants has been called for 9:30 A.M. on Friday, October 4, 1963.
Roberta M. Callahan
National Secretary, 1962-63

procedure, which he quotes as having the
approval of the Financial Analysts Federation,
will preserve the value and character of the
financial statements, and will best serve the
interests of owners, creditors, analysts, and
prospective investors.
The article is followed by a review written
by Maurice Moonitz, director of Accounting
Research of AICPA, in which he summarizes
the position taken by the Institute in the pub
lications referred to above. After reading this
summary, as well as the Accounting Research
Study (#4), the reviewer feels Mr. Cook has
in some cases over emphasized the position
taken in these statements. While it is recom
mended that under certain conditions the
related asset and liability values arising from
leasing transactions should be reflected in the
balance sheet of the lessee, the study also
details situations where the terms of the
lease contract would not warrant this pro
cedure.
WHEN IS A LIABILITY? by Wendell P.
Trumbull. Accounting Review, Vol.
XXXVIII—No. 1, January, 1963-p. 46.
From the standpoint of the investor the
right-hand side of the balance sheet shows the
division between owner and non-owner equi
ties. With this viewpoint in mind the leading
features distinguishing liabilities may be con
sidered to be (1) they are non-owner equities
or claims, (2) they involve future expenditures
of assets, and (3) they should be related to
assets already recognized.
The matching of liabilities with assets al
ready recognized as presented on the balance
sheet has its parallel in the matching of ex
penses with revenue as shown on the income
statement. While the necessity of recognizing
future expenditures for accrued salaries, taxes,
interest, etc., is obvious, other expenditures
such as those for accrued vacation pay and
product warranties have an equal claim against
the assets already recognized.
If, when accounting for installment sales,
the full amount of assets to be received is re
corded at the time such sales are made, but

taxable revenue is recorded only as collections
are made, then such deferred taxes should be
reflected as a liability related to the assets al
ready recognized. However, when depreciation
for income tax purposes is greater than that
used for book purposes, the question as to
whether such deferred taxes give rise to a lia
bility presents a debatable issue. Supposedly
partially depreciated plant assets will give rise
to future revenues; since the assets resulting
therefrom have not been recognized, it would
seem the liability for any deferred taxes on
such revenues should not be considered as a
claim against assets already recorded.
A simplified example is presented to show
how the straight-line method of depreciation
may be used for book purposes, with such al
lowance increased by an amount equal to the
tax saving realized by using accelerated meth
ods for tax purposes. By this procedure no
amount for deferred taxes need be shown, and
still the final net income figure will be the same.
Such a procedure may be justified from the
standpoint of funds flow, if the cost-recovery
aspect of depreciation is considered. While
depreciation is usually thought of as a cost
allocation procedure, basically the depreciation
problem is one of allocating periodic revenues
between cost recovery and income (or loss).
In approving wider use of declining-charge
methods of depreciation in 1954, it was the
intent of Congress to provide faster recovery
on plant investments and thus aid business in
financing expansion. By following the proce
dure suggested above, management would not
need to earmark early revenues for later in
come taxes; funds provided by tax deferment
would be available for current use to acquire
new assets, retire debt, expand inventories, etc.
When plant assets are acquired, their cost
is assumed to measure the future revenue
benefits, after taking into consideration tax
payments. If, in the future, depreciation is
taken without regard to the tax effect on the
benefits received, then a consistent basis of
reporting on plant assets has not been main
tained.

Comments and Idea Exchange
Marion E. Davis

CORINNE CHILDS TO TAKE OVER AS
EDITOR WITH THE AUGUST ISSUE
It is a real pleasure to introduce your new
editor, Corinne Childs, who will assume her
duties with the August issue. By way of intro
duction you might read her article on “Writ
ing for Professional Publications” which ap
pears in this issue. She is a past president of
the American Woman’s Society of Certified
Public Accountants, has served as a member
of the editorial board of The Journal of Ac
countancy and has been a frequent contributor
to The Woman C.P.A. as well as its associate
editor. She practices law in Tulsa, Oklahoma,
although she also holds a C.P.A. certificate.
She also devotes much time and interest to a
great variety of civic activities. In private life
she is Mrs. Fred Dennis. Her background and
interests fit her extremely well for this assign
ment, but she will need your full cooperation
to insure the publication assuming greater im
portance in its field.
I take leave of this assignment with mixed
emotions—six years is a long time to spend
meeting publication deadlines. However, there
are so many rewards to balance against the
time spent. One of these is to note the progress
that women are making in the accounting field
as evidenced by the tremendously improved
quality of the material submitted for publica
tion.
If I were to list the many contributors, con
tributing editors, editorial board members, my
predecessors in this assignment whom I con
sulted on many occasions, and others who have
been of material assistance in making this
publication possible, it would take much re
search and soul searching, there are so many.
However, I would like to mention our fine
relationship with the International Account
ant’s Society, which has regularly encouraged
its women students to subscribe to our publi
cation. These students and our members who
are striving to improve their professional com
petence have been in the forefront for consid
eration when evaluating material for publica
tion.
I am deeply grateful for this opportunity to
widen my horizons—it has been a memorable
experience.
Marguerite Reimers, Editor 1957-63

SYSTEMATE BEFORE YOU AUTOMATE
Much has been said and written in recent
years on “electronic data processing” and much
more will be said and written in the coming
years.
But for just a moment, let’s drop the words
“electronic” and think about “data processing.”'
The basic functions of data processing are
not new. People responsible for operating any
enterprise—business, government, or otherwise
—have long processed data to obtain facts about
operations and information for their control.
This could include: writing—reading—referring
— filing — transcribing — studyin g — retrieving—
computing—summarizing — taping — reproducing
—proofreading—checking—approving—punching
coding—balancing — sorting — counting — and
many other jobs.
But how much of this data processing has
been planned into and integrated efficient sys
tem to produce the information and facts
needed or required by management and gov
ernment? Invariably, personnel assigned to
automate a company’s manual systems come to
this conclusion: The present systems (candi
dates for automation) cannot be automated as
they are. They find that some data is lacking,,
but usually find that processing of data avail
able has become burdensome, nonproductive
and expensive. This is the result of haphazard
systems or disregard for systems planning.
Greater effort expended on work flow stud
ies, paper work simplifications, document
standardization and preparation can result in
improved systems without making radical
changes in either equipment or organization.
Automation may be quite necessary, but before
it can be accomplished data must be controlled
to meet the discipline and rigidity required by
the average electronic machine.
The planned system is no panacea, but it
does give the manager a powerful tool for ef
fective management.

POINTS TO PONDER FROM
PREVIOUS ISSUES
The managerial segment sees in cost ac
counting not an end in itself, but a means to
an end and emphasizes the uses to be made
of cost data.
—April 1963
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9,000 CPA’s
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If any CPA Coaching Course enrollee who has submitted for grading all 20 examinations
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In helping 9,188* CPA’s pass their state examinations, IAS has developed an out

standingly successful coaching course.
The vital need for effective coaching has been well established by innumerable

experienced accountants who have floundered in the examination room. They know
accounting but they didn’t know how to:
1.

Budget their time

2.

Approach each problem or question

3.

Decide quickly, the exact requirements for the solution
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Construct an acceptable presentation
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Use accounting terms acceptable to the examiners
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